























Carrier responses, which may be accompanied by voluminous evidence, must be reviewed in
detail. Such due process can prolong corrective actions and final resolution.

A Carrier’s agreement with a finding, or concurrence that an overpayment was made, does not
necessarily mean that monies can or will be collected. Carriers are contractually required to
exercise due diligence in recovering overpayments and provide updates on their progress in
remediating audit findings. Factors contributing to timely, successful closure of findings within
a final audit report may include: prompt, diligent action by Carriers to recover overpayments and
resolve findings; appropriate resourcing; effective internal controls; age of overpayment when
audited; third-party contracts, resource constraints and interpretation of contract provisions and
other subsidiary laws or agreements in place.

During this reporting period, FEIO continued its focus on closing audit recommendations
including those that were generated prior to this reporting period. We are pleased that Insurance
Operations (10), including COs and AR staff has:
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Collaborated with key stakeholders to fully resolve 17 open audits
Closed 39 Monetary Recommendations

Closed 35 Non-monetary recommendations

Recovered $10.2 million and allowed $4.0 million

>

R/
%

>

R/
%

>

R/
%

Healthcare and Insurance values its collaboration with the OIG which helps ensure that
participating Carriers have strong Internal Controls in place, and that our COs provide effective
oversight and administration of these vital benefit programs. FEIO and OIG leadership have
partnered to develop new, and strengthen existing, procedures to resolve audits in a manner that
is clear, supportable, and reflects the many factors that must be considered in resolving the
diversity of findings identified in the Experience Rated, Community Rated, Special Audit,

and Information Systems final reports.

Contracting Officers’ discretion is a key aspect of 10°s oversight of the Benefit Programs.
Collaborating with all stakeholders, including the OIG, CO’s must consider many technical, cost,
and performance issues in determining appropriate audit resolution actions, including the closure
of audit recommendations. The CO weighs not only the nature and severity of audit findings, but
also costs to the program and reasonable timeframes for remediation. Further, the size and reach
of a benefit plan and the possible impacts on participants, some of whom reside in areas
underrepresented by health care providers and options, are also considerations. In this context
service availability and pragmatic concerns, may prove pivotal in determining the final
disposition of an audit finding.

Reporting Period Highlights
HI and FEIO have continued to drive positive results this period.

Prior to the reporting period, AR resolved (made determinations) on 16 audits representing $13.5
million to be collected from Carriers. AR will close these audits as funds and pertinent



documentation is received that satisfactorily addresses non-monetary recommendations,
uncollectible, and plan-contested amounts.*

During the reporting period, resolutions were made on 8 additional audits representing $16.9
million to be collected from Carriers. This totals 24 audits with monetary recommendations
representing $30.4 million. As of September 30, we recovered $10.2 million and made
adjustments to original debt of $3.5 million in 14 FEHB audits. The total receivable for all open
FEHB audits as of the end of the reporting period was $16.7 million.*

AR successfully closed 17 Insurance audit reports during the 6 month reporting period. This
includes activity across the FEHB and Individual Benefits and Life arenas. For the 12 month
period, October 1, 2012 — September 30, 2013, 44 audits were closed, recovering $22.9 million
and appropriately allowing another $9.6 million for a total of $32.5 million. As a result, the
receivable on audits older than one year has continued to drop, from $5.6 million to $2.0 million
since October 1, 2012, the number of one year old audits with an open receivable has been
reduced from 7 to 4 and the average age of these audits decreased by 44.9%. This is the result of
enhanced collaboration with internal and external partners and unwavering organizational
commitment.

Review and development of corrective action plans will continue to be integral to our oversight,
compliance and monitoring of the operations of contracts.

Audits Over One Year Old Pending Corrective Action and Final
Closure

FEIO has worked diligently and effectively to reduce the number of aged BlueCross BlueShield
audits pending final closure. OPM stakeholders meet monthly to discuss open recommendations
for all audits and Health Plans are informed of corrective actions that must be taken to address
internal control weaknesses.

BlueCross and BlueShield Audits

Report Date | Audit Number Status Audit Name
Corrective Action Global Duplicate Claim Payments for
01/11/2012 | 1A-99-00-11-022 Pending BlueCross BlueShield Plans

Global Coordination of Benefits for
BlueCross and BlueShield Plans
Corrective Action Global Omnibus Budget Reconciliation
07/16/2012 1A-99-00-12-001 . Act of 1993 Claims for BlueCross and
Pending .
BlueShield Plans

03/28/2012 1A-99-00-11-055 | Closed 11/12/13

* The number of audits was revised per the CFO’s: “Management Report on Final Action on Audits with Disallowed
Costs Reporting Period Ending September 30, 2013.” This report reflects only FEHB Program audits with monetary
findings.



Community Rated Plan Audits
HMOs, another class of audits, generally involve complex calculations related to the
methodology used to establish rates for Similarly Sized Subscriber Groups (SSSG). The SSSG
methodology is then used to verify whether the FEHB Program received correctly discounted
rates. Disputes regarding interpretation of the guidance used by Carriers to identify SSSGs can
lead to protracted and complex standoffs involving legal issues, and the resolution may require
coordination and action between the CO, the OIG, the Office of the Actuary, Audit Resolution
and the Office of the General Counsel. Actions required to resolve these audits vary by level of
complexity. The CO may evaluate the need for amending contract language and must also
collaborate with the Actuaries and the OIG to improve clarity and Carriers’ understanding of the
rate instructions.

In 2013, OPM began use of the Medical Loss Ratio (MLR) for Non-Traditional Community
Rated Carriers, as a replacement for an examination of SSSGs in determining whether the FEHB
Program received competitive rates from HMO Carriers. The MLR methodology uses a ratio of
incurred claims to earned premiums over a specific period as opposed to a detailed examination
of the rates, benefits, discounts, and premiums used by a SSSG. Use of the MLR may simplify
the process and make it easier to implement, document, audit, and resolve. No Community
Rated Carrier Audits older than one year were open as of the end of this reporting period.

Other Insurance Carrier Audits

Report Date | Audit Number Status Audit Name
03/12/2012 1B-31-00-10-038 C_orrectlvg Government I_Em_ployees Health
Action Pending Association, Inc.
Corrective Information Systems General and
08/09/2012 1B-31-00-11-066 Application Controls at Government

Action Pending

Employees Health Association, Inc.

Overall, as of this report there is a total of $1.8 million outstanding pertaining to audits for which
full Recoveries and Corrective Actions were not completed within one year. Contractually,
Carriers must follow standard business practices and make diligent efforts to collect
overpayments. However, until the funds have been recovered, or it has been determined that the
funds are uncollectible and must be written-off, the receivable must remain on OPM’s book of
record. Our emphasis on more timely resolutions (with greater focus on resolving issues during
an audit’s draft phase) shortens and simplifies the overall resolution process. Significantly, it
allows audit reports to be used as a tool to enhance FEIO Management’s oversight and Carrier’s
compliance.

Special Audits

In addition to auditing FEHB activities, the OIG also audits the Federal Employees’ Group Life
Insurance (FEGLI) program, the Flexible Spending Accounts (FSAFEDS) program, Federal
Long Term Care Insurance Program (FLTCIP), and Federal Employees Dental and Vision
Benefit Program (FEDVIP).












Report, Report Number,
and Date

Status

7 | Information Technology
Security Controls for OPM’s
Personnel Investigations Three audit issues are CLOSED. Documentation was
Processing System submitted to the OIG to close the remaining issue in
Washington, DC December 2013.
4A-1S-00-13-022
June 24, 2013

8 | Information Technology
Security Co_ntrols for OPM's In Progress. Corrective Actions have been initiated and
Serena Business Manager A . : .

. resolution is closely monitored by the Office of the Chief
Washington, DC Information Officer
4A-CI-00-13-023 '

July 19, 2013

9 | Information Systems General
and Application Controls at
BlueCross BlueShield of In Progress. Corrective Actions have been initiated and
Tennessee resolution is closely monitored by FEIO
Chattanooga, Tennessee '
1A-10-05-13-002
August 6, 2013

10 | Information Systems General
and Application Controls at
WellPoint In Progress. Corrective Actions have been initiated and
Roanoke, Virginia resolution is closely monitored by FEIO.
1A-10-00-13-012
September 10, 2013

11 Ass_ess_lr_lg the Rele\fance and In Progress. Corrective Actions have been initiated by
Reliability of OPM’s . . . . .

i Retirement Services, the Chief Financial Officer, and

Performance Information o .

. Federal Investigative Services. As of December 2013,
Washington, DC documentation was submitted to the OIG and is under
4A-CF-00-12-066 review
April 1, 2013 '

12 | Federal Employees Dental and

Vision Insurance Program
Operations

Chicago, IL; Latham, NY; and
San Antonio, TX
1J-0C-00-13-025

September 17, 2013

In Progress. Corrective Actions have been initiated and
resolution is closely monitored by FEIO.
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